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Welcome!
To the first edition of PM News & Views, designed for attendees of the CPA Performance

View PLUS workshops and others interested in performance measurement,

Index
1
Case Study — John Turnage

The purpose of this newsletter is twofold. First, to continue the learning experience from

the seminars, and, second, to establish a way to keep in touch with each other. So keep
reading.The exact format of the newsletter is still taking shape; so if you want to make
suggestions, please feel free.

In this inaugural edition, we

are highlighting one of the

workshop attendees, John
Turnage, who has been quite

successful since adding per
formance measurement serv
ices to his firm's offerings.

2
Recommended Reading List
Materials that will keep you up
on what is happening in the
market related to performance

measurement.

3
Performance Measurement
—Survey Results
We thought you might be
interested in this recent study.
The New Finance group of the
AICPA recently undertook a

survey on how to determine
how pervasive the use of

performance measurement
systems is in American
businesses. Check out what

they found.

The Measure of Success

Case Study
Background
Turnage & Company, P.C. is a 16 year old accounting firm that
offers business advisory, tax, and accounting services to its clients.
The firm has three partners and 8 professionals in all. John
Turnage, the president of the firm, had essentially left the firm for
three years while he worked exclusively with one client. At the
end of his three-year hiatus, John knew he did not want to return
the usual CPA grind of working 80 hours per week "sitting in my
office preparing return after return." Thus, John decided to focus his
energies on the consulting side of the business and leave the account
ing and tax work to others.

John Turnage
John attended the CPA Performance View PLUS workshop in December
President
1999.The workshop is the training course for the new assurance service
offering from the AICPA, a service line created as a result of the AICPA's efforts to identify new
services for CPAs and through the hard work of a task force of CPAs who practice in the per
formance measurement arena.

Company A
One of John's clients, a company that had recently undergone a change in leadership, was looking
for a new way to manage its business.The company, a wholesaler and manufacturer was profitable,
with approximately $100,000 in net income, but felt strongly that the company could perform bet
ter with the right changes - whatever they were. John mentioned to the company's management
that he would be attending the CPA Performance View PLUS workshop and they indicated that
they wanted to speak with him once he returned to see if the new process was something they
could utilize.

Upon returning from the workshop, John used the "How Does Your Company Keep Score?" pres
entation and the revenue planner received at the course to explain the process and what it could
mean for the company. As John sees it, these tools are "the best part of the CPA Performance
View PLUS workshop.They are easily worth more than the cost of the workshop." The company's
management agreed to a fee of $4,000 for a strategic planning session and a facilitation session.
continued on page 2
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Acting as a facilitator in the process, not a CPA with all of the
answers, John was able to help the representatives from his
client discover the performance measures that they felt would
be best suited to their mission statement and business strategy.
At the same time, using both prior period financial information
and benchmarking information obtained from trade associations,
John developed benchmarks for areas of concern that the com
pany's management had previously identified.

pany, net income has improved dramatically. On revenue of
between $20 - 25 million, net income has changed from
$100,000 to $2,000,000. Is it possible to say that all of this
increase is attributable to John's work? No. But, there is no
question that the improvement has come during this period as
the company began measuring is key performance indicators and
critical success factors.

Benefits to Turnage and Company
Results
One of the areas of concern was the amount of expenses by
sales people. John's benchmarks from the trade association's
information indicated that the company was spending a signifi
cantly higher amount on expenses per sales dollar, than other
similarly situated companies. As a result of this finding, John
asked to conduct a review of the expense reports.This review
led to the discovery of approximately $100,000 in excessive
expenses that may have not been justified. Considering that the
company's net income was $100,000, this single discovery dou
bled net income. Nice going John! Today, the company tracks
entertainment expenses per sales volume to ensure that the
costs are in-line with expectations. The cumulative savings intro
duced this year is documented as saving tens of thousands in
unwanted expenses going forward.
The revelation concerning the expenses led management to
realize that the employees were not given the proper incentive
to increase sales.Thus, John facilitated another session with both
management and employees to develop performance measures
that would fairly reflect the employees' efforts and reward them
accordingly. In the subsequent months, John has spent a signifi
cant amount of time helping the client develop written policies
and procedures, something they had never bothered with in the
past. Of course the savings from phase 1, the company could
pursue further improvements and still come out ahead financially.

After one year of working with this client on a number of
issues, the president of the company now refers to John as "an
invaluable piece of the process." Most importantly for the com-

New Resources to Read
The AICPA is monitoring what is happening in the area of perform
ance measurement and how people are proposing to use per
formance measures in the future. As a result, we often come across
articles, books and white papers that may be of interest to practi
tioners offering performance measurement services. As appropriate,
we will highlight new readings here and on the Web site.
This edition's suggested readings are one report from Ernst &
Young and two reports from the FASB, all of which are available
on the organization's Web sites.

Not only has the new service line benefited clients, it has also
been good for Turnage and Company. While the new service is

a good fit for John's skills and desire to get away from the usual
grind, it came to Turnage and Company at the right time.
During 1999, the firm unexpectedly lost $150,000 in revenue.
Fortunately, John was able to more than compensate by bringing
in $250,000 in new consulting work.This is not to say that all of
the work was performance measurement related work. While
performance measurement work is a significant part of the new

fees, the new process that John was leading his clients through
resulted in other non-performance measurement engagements.

Lessons Learned
Looking back now it is easy for John to see that the investment
made in attending the CPA Performance View PLUS workshop
was well worth it. However, before attending the workshop he

wondered whether he was going to receive an adequate return
for his investment.The three-day workshop costs about $3,000

and once airfare and hotel costs are included, his initial invest
ment was over $4,000. John now says "the course set a fire

under him and got him motivated" and that he has more than
recouped his initial investment. But, he warns that the new serv
ice line is not for everyone. "This service is not easy.You have to
be ready to speak in public and lead a facilitation process.These
requirements fit with my skills, so CPA Performance View
worked for me. But, in today's market where people are
swamped and good help is hard to find, this service is not for
everyone."

Measures that Matter (1997).This report discusses how man
agement realizes that "there is a dangerous disconnect
between the bottom line and long-term goals." And how
companies can no longer rely solely on financial measures.The
report addresses who is using nonfinancial measures and how
they have an effect on investment decisions.
Improving Business Reporting: Insights into Enhancing Voluntary
Disclosures (2001).This report from the FASB highlights compa
nies in eight industries and the types of voluntary disclosures
they are making.The stated objective of the report is to "help
continued on page 3
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PERFORMANCE
VIEW

CPA Performance View Practitioner Survey
1. How long have you been actively marketing CPA Performance View services?

2. How many presentations have you made to clients?_______

_____ _____________________ ___________________

3. What have your clients been saying when you explain to them how performance measurement can help a business?

4. How many engagements have you sold?_________________________________________________________________________

5. How many engagements have you taken through the entire process?
6. How were the results from the completed engagements? Are clients satisfied? Were they wowed?

7. Are you satisfied with the results of this new service line?

Yes

No

Yes

No

Why or why not?

8. Would you like to be a case study for CPA Performance View?

9. What has been the biggest barrier in launching CPA Performance View services?

10. What type of support would you like to see from the AICPA?

11. How can the AICPA help you to deliver CPA Performance View services?

12. If the AICPA hosts a performance measurement conference in 2002, would you be interested in attending?

13. Optional:

Name:
Email:

Phone #:

Yes

No
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companies...improve their reporting by providing evidence
that many leading companies are making extensive voluntary
disclosures and by listing examples of those disclosures."
• Business and Financial Reporting Challenges from the New Economy
(2001).This FASB report, written by Wayne S, Upton Jr., is a
discussion on how the value of new economy companies may
not be captured by the current reporting model.The report
reviews three of the proposed fixes: (1) more disclosure of nonfi
nancial information; (2) more forward-looking information; and
(3) more information about intangible assets. A review of the
numerous suggested improvements by other organizations is
also provided.

The first two suggested improvements to the current reporting
model from the FASB reports should be of interest to all of the

CPA Performance View PLUS attendees, What concepts - the
use of nonfinancial and forward-looking information. Where
would we ever hear about such radical ideas?

And the radical ideas, or suggested changes, aren't stopping

there. Others are strongly promoting the idea of valuing intangi
bles on the Balance Sheet. Recent articles in both Fortune and

BusinessWeek highlight Baruch Lev, a New York University

accounting professor, and his work in this area. Mr. Lev has pub
lished a number of articles and reports on the matter and is part

of an SEC Task Force that is looking into whether intangibles
should be valued and, if so, how.

A more complete list of readings is maintained at
www.aicpa.org/performanceview.

Important Dates
The upcoming dates for this year's workshops are:

October 22-24, 2001

November 14-16, 2001

Phoenix, AZ

Atlanta, GA

Call 1-888-777-7077 to register. For additional information about the workshops, visit the CPA2BizWeb site (www.cpa2biz.com).

What Do You Think?
Let us know. Chances are if you are thinking about it, so is
someone else.
If you have comments about anything related to the CPA
Performance View service line, please let us know. Is there
something else you need in terms of training, access to bench
marking information, lists of measures, mentoring by experi

enced performance measurement CPAs, etc.? If you want to
talk about your success or lack thereof, let us know. If there is
enough interest, we can arrange additional conference calls to
allow people to get together again and discuss issues.
Once the CPA2Biz portal's performance measurement section
is fully operational, we will have the ability to trade stories and
information online. In the mean time, if you have a suggestion,
let us know. Email us at performanceview@aicpa.org.

Editor's Comment
The one comment I have about the survey, relates to the reliance on financial measures. Every measure identified is a financial
measure. I hope everyone reading this agrees that you can't stop with just the financial information. Sure, the financial infor
mation is the easiest to obtain and we are generally more familiar with it, but that should be only part of the picture.

Introduction

Methodology

The AICPA and Lawrence S. Maisel, CPA, recently completed a
survey to determine how pervasive the use of performance
measurement systems is in American businesses. This survey
investigated: (1) the uses of performance measurement systems;
and (2) the use and relative importance of financial and non
financial metrics in evaluating firm performance.

AICPA members in business and industry ("MBI"), along with their
colleagues in non-financial functions, were invited to participate in
the survey through various means of communication, including
print publications and e-mail invitations. The total number of
respondents was 1,990 (4.5% response rate), of which 74% are
employed in accounting and finance roles in their companies.
continued on page 4
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Findings

and speed/cycle time, more than large companies and SMEs. Only
16% of SMEs measure speed/cycle time, versus 21% overall.

Respondents reported a comprehensive list of uses for their per
formance measurement systems as illustrated in Table 1 below.
Averages range from a high of 3.80 for Measure Business Results
to a low of 2.44 for Manage Suppliers. In the survey, 5 = Extensively
Used, 4 = Often Used, 3 = Used, 2 = Little Used, and 1 = Not Used.

The entire survey results are available for download at
http://www.aicpa.org/cefm/research.htm. If you need to create,
modify, or enhance a performance measurement system, read
the results of this survey to become knowledgeable about what

Table 1 — Best Describes Use of Performance Measurement System
% Not
Used

% Little
Used

%
Used

% Often
Used

% Extensively
Used

Average

Measure Business Results

3

8

24

33

29

3.80

Manage Operations

3

11

32

34

16

3.53

Determine Rewards/Recognition

5

16

30

28

18

3.35

Evaluate Individual Performance

5

15

32

28

16

3.23

Support Decision Making

4

15

32

32

12

3.18

Communicate Directives

6

16

34

29

12

3.16

5

21

35

27

9

3.05

Manage Customer Relationship

7

21

30

26

12

3.03

Manage Capital

9

20

32

22

13

2.98

Communicate Values and Culture

9

22

30

22

12

2.91

Manage Technology

10

24

33

22

7

2.80

Manage Suppliers

18

30

30

14

4

2.44

Best Describes Use of
Performance Measurement System

Manage Strategy

Survey data in Table 2 reveal that the metrics corporate profes
sionals use to evaluate firm performance vary widely.There is
some evidence that organization size determines the relative use
of these performance metrics.

other companies are doing. If you already have a good perform
ance measurement system in place, read the results of this
survey to make improvements and gain insights.
For more information on the survey, please contact Roslyn
Kessler, CPA,Technical Manager Industry and Management
Accounting, AICPA at rkessler@aicpa.org.

Among financial metrics the use of EVA®, EPS, ROA/ROI and
EBIT is positively related to size, that is, the larger the corpora
tion the more likely these measures will be used. EPS is given
relatively more importance for the largest companies (9%) than
for small and medium enterprises ("SMEs") (2%). Conversely,
revenue is given relatively more importance for SMEs (16%) than
for the largest companies (8%).

Table 2 —Types Of Financial Performance Measures
Type of Performance Measure__________________ %

Among non-financial metrics, respondents indicated that they use
customer services measures and productivity measures 70% and
47% of the time, respectively. The largest enterprises are more
likely to use market share and regulatory/compliance than large
enterprises and SMEs.

There is also some evidence that organizational size is correlated
with the use of e-business metrics. Of the largest companies,
70% use e-business metrics versus 49% of SMEs.The largest
companies measure e-business sales, cost efficiency, delivery time, :

5

Revenues/Sales

63%

Net Operating Income

61%

Year-over-Year Growth

55%

Gross Margin

52%

Earnings before interest and taxes (EBIT)

51%

Cash Flow

50%

ROA/ ROI (Return on assets/Return on Investment)

32%

EPS (Earnings per Share)

25%

EVA® (Economic Value Added)

12%
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